The present article and its conclusions are based on a fundamental study of the differences in business policy displayed by German large and medium-sized companies in Brazil. The basis of the investigation was supplied by the answers to a questionnaire distributed to 17 companies domiciled in Brazil and 16 similar enterprises active in the Federal Republic of Germany 1.
I
n spite of all the political and economic difficulties resulting from World War II German investments in Brazil were successfully revived. Direct investments of German concerns in Brazil take pride of second place, after the United States, among foreign investments. About the middle of 1974, their total value (transaction value) reached DM 2.3 bn 2. Both for Latin America and among LDCs, this total makes Brazil by far the most important target country for investments of German companies abroad. Brazil's share in total direct investments made in LDCs by German investors thus has reached some 25 p.c.
There is, however, no complete consensus about the exact volume of German direct investments in Brazil because the volume of foreign subsidiaries' reinvestments through self-financing is not included in the statistical returns about German direct investments. Yet these investments are likely to be highly important because remittances of such subsidiaries to parent companies at home have, so far, remained negligible, and this not only because of initial losses during the starting period.
The number of German investors is estimated at some 400, among them companies of all sizes. However, since six subsidiaries of German concerns alone, between them, show investments of over DM 100 mn, it may safely be surmised that 1 cf. Bernd O I b r i c h t , Unternehmenspolitik bei Direktinvestitionen in Brasilien (Business Policies in regard of Direct Investments in Brazil)), Vol. 13 of Aachener Studien zur internationalen technisch-wirtschaftlichen Zusammenarbeit, Baden-Baden 1974. The companies in Brazil answering the questions are domiciled in the two big industrialized areas round Sao Paulo and Rio de Janeiro, where about 70 p.o. of all manufacturing output is concentrated. In selecting the recipients of questionnaires, care was taken to send these 1o types of business whose investments were directed to the main branches of manufacturing typical for the areas. Special attention was paid to size of company, using as a yardstick the sizes of their management staff. 2 cf. BMWi (Federal Ministry of Economics), Tagesnachrichten (Topical News), No. 6976, Oct. 11, 1974, p. 2. direct investments are heavily concentrated on a small number of highly capitalized concerns3). More than one half of German direct investments are wholly-owned subsidiaries, usually operating in the form of "closed" joint-stock companies 4
Managerial Planning
It is intended to discuss now the decisions having been made on business policy after German companies had sunk direct investments in Brazil, laying special stress on the comparison between large-scale and medium-sized enterprises. The main areas of managerial policy are here considered to be general planning, organization, financing, staff selection, production, and marketing. Decisions made on business policies based on direct investments in Brazil can be shown to be wholly different in all areas of activity from parallel decisions made when investing in the Federal Republic. Data of observation will differ, depending on the size of the business subject to analysis. Generally, it can be shown that different conditions must be met before making a decision, and more careful considerations will be needed than those preceding a similar decision on new investment in Germany. If such a decision is to be made by a big enterprise, more long-term considerations contribute to it than for a mediumsized company. Not one of the medium-sized units questioned was able to display genuinely long-term planning, showing clearly certain tendencies to be incorporated into new plans year In addition, because of the limitation of capital participation, this method of acquiring an interest will also assume decisive importance in planning ahead for medium-sized firms.
Organization
On the side of organization, it was found that medium-sized companies operating in Brazil through their clear structure were very flexible in arriving at decisions. Large groups, to the contrary, were often heavy-footed in this respect, because they generally, during the process of initial growth, create far too complex an organization, whilst neglecting, until it may be too late, their economic efficiency.
Medium-sized enterprises in LDCs lack the complicated and involved hierarchical order of big business, and thus are protected against slowness in arriving at decisions. This will determine in part, at all levels, the potential profitability of a direct investment.
Finance
As regards outside financing, it was found that big concerns had an easier time than mediumsized firms in Brazil in tapping the local capital market. It is frequently a name of world renown, the economic efficiency, and in the main the importance of big groups for Brazil's development policies which make it "easier" to attract funds from the Brazilian credit market.
The questioned medium-sized companies are frequently unable to channel funds from the Brazilian capital markets into their coffers, because local credit costs are too high for them, because they are usually precluded from ploughing back into their business past earnings, as is the habit of big concerns, and because they can only call for help on merchant banks, on a number of West German bodies that promote foreign investments, or on their own parent companies 6
To provide self-financing, nearly all the companies that have answered the questionnaire use their locally-earned profits for ploughing them back into their business, in order to keep abreast of technological advances, and for benefiting from the expected long-term growth of the Brazilian market. The same observation has been reported by Grosche and Lehmann-Richter 7, who have analysed the results of 52 German investors active in LDCs, the average reinvestment share of whom in 1965-67 came to 70 p.c. of their locally-earned profits.
Staffing Policies
There are also differences in staffing policies between large and medium-sized companies. Thus, big concerns frequently call Brazilians to sit on the Executive and Supervisory Boards (Control Councils), whilst management of medium-sized companies is usually in German hands only. On the other hand, positions in ,,middle management" are handed over by all sorts and sizes of companies to Brazilian personnel to a larger extent, even if this is only due to compulsion by the local "Brazilianization" laws prescribing that the labour force of foreign companies must consist to the extent of two thirds of natives 8. Staffing policies by medium-sized companies which exclude Brazilians from the managerial positions, for this reason, deprive such firms of the privileged position granted to others with a more accommodating staffing policy. Such policy, moreover, is condemned to neglecting one of the crucial purposes of any development policy: encouraging the talent of foreign workers to plan and organize and giving highly skilled personnel further vocational training.
Another point of strength in large-scale concerns is the fact that they usually, after a few years, recall their German managers or board members 
